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SUBJECT: GERMAN CONCERN OVER EGYPTIAN ECONOMIC SITUATION 

1. GERMAN COUNSELOR SCHNITTGER CALLED ON DIRECTOR, NEA/EGY 
MATTHEWS MAY 13 TO DISCUSS EGYPTIAN ECONOMIC SITUATION BE- 
CAUSE OF RATHER ALARMING TELEGRAM GERMAN AMBASSADOR IN 
CAIRO HAD SENT TO BONN CONCERNING LIQUIDITY CRISIS AND 
DANGER THAT SADAT'S MODERATING POLICY IN THE MIDDLE EAST 
MIGHT BE DESTROYED. GERMAN AMBASSADOR IN CAIRO HAD RECOM- 
MENDED THAT FRG CONSIDER POSSIBILITY OF BRINGING ABOUT A 
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CONSORTIUM INCLUDING RICH ARAB COUNTRIES AS WELL AS OTHERS 
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TO HELP EGYPT OVER ITS IMMEDIATE CRISIS. BONN HAD IN 
STRUCTED GERMAN EMBASSY HERE TO RAISE PROBLEM WITH DEPART- 
MENT AND SEEK ITS VIEWS. 

2. MATTHEWS SAID THAT GERMAN APPROACH WAS QUITE TIMELY 
SINCE U.S. ALSO FOUND EGYPTIAN ECONOMIC SITUATION DISTURB- 
ING AND WE WERE THEREFORE CONSIDERING WAYS IN WHICH WE 
COULD BE OF HELP. HE OUTLINED UNDER SECRETARY ROBINSON S 
RECENT VISITS TO TEHRAN AND CAIRO AND GENERAL NATURE OF HIS 
DISCUSSIONS WITH EGYPTIAN AUTHORITIES. WE WERE NOW CON- 
SIDERING HOW WE COULD BE OF HELP IN COOPERATION WITH A 
NUCLEUS OF OTHER INTERESTED COUNTRIES SUCH AS SAUDI ARABIA 
AND IRAN. IT WAS CLEAR THAT USG COULD NOT RESOLVE EGYPT'S 

LIQUIDITY CRISIS BY ITSELF AND WE WERE THEREFORE HOPING 
TO STIMULATE OTHER COUNTRIES, ESPECIALLY THE WEALTHY ARAB 
OIL PRODUCERS. TO JOIN IN A COOPERATIVE ENDEAVOR. EGYPT 
AND SADAT WERE KEY ELEMENTS IN A PEACEFUL SOLUTION IN THE 
MIDDLE EAST CONFLICT AND THOSE WHO WERE INTERESTED IN 
PEACE IN THAT AREA HAD AN INTEREST IN PRESERVING MODERA- 
TION ON THE PART OF EGYPT. 

3. SCHNITTGER SAID HE WOULD RECOMMEND THAT GERMAN 
AMBASSADORS IN JIDDA AND TEHRAN DISCUSS INTERNATIONAL AS- 
SISTANCE TO EGYPT WITH SAUDI AND IRANIAN OFFICIALS. 

MATTHEWS SUGGESTED THAT GERMAN AMBASSADORS SHOULD TOUCH 
BASE WITH AMBASSADORS AKINS AND HELMS TO MAKE SURE NO 
WIRES T CROSSED. 

4. SCHNITTGER ALSO SAID THAT HE WOULD RECOMMEND THAT AID 
TO EGYPT BE ADDED TO GENSCHER'S AGENDA FOR HIS MEETINGS 
WITH THE SECRETARY IN BONN. IT THUS APPEARS THAT THERE 
WILL BE OPPORTUNITIES FOR THE SECRETARY OR ROBINSON TO 
FOLLOW UP ON THIS GERMAN INITIATIVE, WHICH IS COINCI- 
DENTALLY PARALLEL TO OUR OWN, AT THE OECD MEETING AS WELL 
AS BILATERALLY IN BONN. 

5. IN THE COURSE OF HIS DISCUSSION SCHNITTGER SAID THAT 
GERMAN ASSISTANCE TO EGYPT AS CONTAINED IN THE 1974 
AGREEMENT CALLED FOR 500 MILLION DM OVER THE THREE YEAR 
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PERIOD 1974-76, BROKEN DOWN AS FOLLOWS: CY 1974 - 155 
MILLION DM ; CY 1975 - 245 MILLION DM OF WHICH 155 MILLION 
DM IS FOR COMMODITY IMPORTS; AND CY 1976 - 100 MILLION DM. 

THESE AMOUNTS ARE IN ADDITION TO GERMAN TECHNICAL ASSIS- 
TANT WHICH SCHNITTGER THOUGHT AMOUNTED TO ABOUT 50-100 
MILLION DM OVER THE THREE YEAR PERIOD. SCHNITTGER SAID 
THAT THE FOREIGN MINISTRY WOULD CONSIDER INCREASING GERMAN 
AID AFTER DISCUSSING THE MATTER OF COOPERATIVE ASSISTANCE 
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WITH THE RICH ARAB OIL COUNTRIES. DEPARTMENT RECALLS THAT 
DURING MAY 7 MEETING WITH UNDER SECRETARY ROBINSON IN 
CAIRO, FOREIGN MINISTER FAHMY SAID THAT FOREIGN MINISTER 
GENSCHER HAD TOLD HIM THAT GERMANY WAS WILLING TO ASSIST 
EGYPT IN ITS CURRENT FINANCIAL DIFFICULTIES. 

6. DEPARTMENT WELCOMES THIS GERMAN EXPRESSION OF CONCERN 
AND DESIRE TO HELP, ALTHOUGH WE WOULD NOT WISH FRG TO TAKE 
THE LEAD IN THIS ENDEAVOR, A ROLE WE BELIEVE IS MORE AP 
PROPRIATE FOR MAJOR DONORS - USG, IRAN AND SAUDIARABIA IN 
COOPERATION WITH IBRD AND OTHER COUNTRIES INCLUDING 
GERMANY. KISSINGER 
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